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: People, Events, Techniques

people, events, techniques
Banks Getting Deeper into Data Processing Services Work

Despite Warning that Returns May Not Justify the Effort

More and more banks are getting
into the business of offering data
processing services to other banks
and to commercial and industrial
customers.
Effective September 1, Central
National Bank in Chicago pur
chased Radio Corporation of Amer
ica’s midwest electronic data pro
cessing center. The original value of
the equipment thus acquired ex
ceeded $1 million.
Central National Bank already
provided a range of data processing
services, including payroll, accounts
payable, freight payment, and ac

counts receivable programs. The
new equipment will make immedi
ately available demand deposit ac
counting, savings accounting, and
consumer loan accounting. Other
services will be added later.
Central National’s program is
among the most spectacular of such
moves but hardly unique. More
than 500 banks now have computers
installed, according to a survey re
ported at the recent National Auto
mation Conference of the American
Bankers Association, and nearly half
of them are offering some sort of
data processing service. Indeed, A.

R. Zipf, senior vice president of
Bank of America, compares the
"stampede” to offer computer ser
vices to the “computer hysteria” of
the 1950s, when computer systems
were installed “without even rudi
mentary thought about their costs,
their efficiency, and, most impor
tant, their applicability to the job
that needed to be done.”

Services offered
The computer services most fre
quently offered, in addition to de
mand deposit accounting and other
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adoption, and a lack of understand
banking applications, are accounts
time on a computer does not coin
ing relative to the advantages to be
cide with the time the computer
receivable and payroll accounting.
gained by their adoption.”
But some banks are taking on
must be used to provide additional
work often performed by accounting
service to outside organizations.”
firms. Mellon National Bank and

Staffing
Trust Company, Pittsburgh, offers
Marginal economics
Furthermore, management ser
a complete bookkeeping service to
vices consulting requires specialized
Other speakers emphasized how
doctors and other professional men.
staff. “Don’t assume you can learn
The bank keeps records, makes up
difficult it is to make a profit on
another man’s business and do it
computer
services.
“
The
economics
bills, mails them out, and collects
better and cheaper than he can in a
remittances.
of the traditional independent ser
Others are getting into areas
vice center has been marginal at
short period of time,” Mr. Zipf cau
closely related to management con
best,” Joseph A. Gallagher, vice
tioned. Services like sales analysis
sulting. The computer center oper
president and treasurer, Valley In
and inventory control, according to
ated by The Waterbury (Connecti
dustrial Bank, Jenkintown, Pennsyl
J. Daniel Walsh, vice president,
cut) National Bank has performed
New England Merchants National
vania, pointed out. “Even well man
engineering calculations, sales anal
aged, potentially profitable bureaus
Bank of Boston, can interfere with
yses, product line profitability stud
the progress of in-house applica
operate at a loss during the first
ies, and production and inventory
three to five years.” The reasons:
tions, drain resources and man
control applications.
“Competition for the very narrow
power, and generate “more cus
application areas is acute, causing
tomer ill will than goodwill.” Mer
vicious pricing problems. . . Appli
chants National concentrates on
Bank advantages
cations which offer a true profit pos
“bank oriented applications” and
Differing opinions on the desira
sibility, such as scientific manage
refers miscellaneous computer ser
bility of this trend were expressed at
ment techniques, seem to have little
vices to the national computer ser
the bank automation conference.
vice firm of C-E-I-R, Inc. “You can
sales potential . . . due largely to a
Neal J. Dean, vice president of the
lack of understanding, a lack of
not be all things to all people,” Mr.
consulting firm of Booz, Allen &
Gallagher concluded.
sufficient pressure to force their
Hamilton, Inc., suggested that such
customer services could make a
profit contribution, through net fee
Computers Can Be Taught to Evaluate Themselves
income, of at least 10 to 15 per cent
of a bank’s net operating earnings,
Through New Automatic Machine Selection System
in addition to providing “new busi
ness values” and helping to retain
balances. In this field, he pointed
pared to evaluate them. The results,
Computers have been weighing
out, banks have “several major as
BRL claims, prove the feasibility of
the pros and cons of alternative
sets—the equipment, the trained
management actions for a long
using a computer to pick the best
staff, the professional customer rela
time. Now they seem to be about to
computer to use for a given appli
tionships, and the reputation for
cation.
carry this service to its logical con
both reliable and confidential data
clusion-evaluating themselves so
BRL entered 43 facts about each
processing.” If bankers use their
that companies can be sure they are
computer on 80-column punched
imaginations, Richard W. Sherman,
installing the right computer for the
cards. The information, including
Mellon vice president, declared,
job to be done.
quantitative and qualitative engi
“there is no end to the kinds and
neering and programing data, was
scope of financial services we can
taken from four BRL survey reports
ASDEC
offer through the application of new
and from recent announcements by
technological advances.”
The Ballistics Research Labora
manufacturers.
tories at Aberdeen Proving Grounds
have worked out a way to automate
Selection procedure
Idle time trap
the process of comparative evalua
tion of electronic digital computing
This store of information could
Others urged caution. Mr. Zipf
systems for specific applications.
be used in various ways. For com
warned against getting caught in
Data on each of 406 computing and
puter selection BRL suggests the
“the idle time trap.” If there really
following procedure:
data processing systems were en
is large-scale idle time on a com
Translate the computer applica
tered on punched cards. Then a
puter system, he said, “it means that
tion requirements into a set of de
computer program known as AS
we have purchased a system far too
sired programing and engineering
DEC (Automatic Selection of Dig
extensive for our needs.” Further
characteristics, stating numerical
ital Electronic Computers) was pre
more, “almost universally, the idle
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Service Contracts Found
To Be Costliest Method
Of Office Maintenance

Reprinted with permission from the Wall Street Journal

"I just had it figure its value to us, and it came to
considerably less
we paid for it."

values or ranges of values desired,
and weight each of the character
istics in accordance with their rela
tive importance. Then write a com
puter program that will examine
each characteristic, assign the
weights in accordance with pre
scribed rules, and accumulate a
score for each system. Have the
computer print out, in sequence ac
cording to score, the names and
characteristics of all systems and
evaluate the relative ability of each
system to cope with the problems
of the application. Then manage
ment judgment can be exercised in
choosing among the highest-scoring
machines.

Advantages
The system has a number of ad
vantages, according to BRL. Every
time a new computer or computer
modification comes out, new or re
vised cards can be punched; thus,
the system is easy to keep up to
date. If kept up to date, ASDEC
eliminates the need to prepare a
chart of comparative characteristics
every time there is need to select a
computer. The information, usually
contained in bulky reports, is con
veniently tabulated and is stored

6
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and displayed in a minimum of
space. Evaluation can then be made
systematic instead of hit or

Other uses
The same basic technique, some
times with differing computer pro
grams, could be used to answer
questions like these: Is there a less
expensive machine than the one I
have that will do as good a job?
Should I rent, buy, exercise pur
chase options, or buy time on some
one else’s machine? What is the av
erage cost of a given computer
system per pound, per bit of high
speed storage, per bit of intermedi
ate storage, per installed transistor,
per cubic foot, or per any other
standard? Or, for a given class of
computers, the year-by-year average
of given characteristics could be
plotted and extrapolated to forecast
trends in the design of computers
of the future.
“Far too many arbitrary selections
of specific systems are being made
today independently of the per
formance characteristics of the sys
tem,” the BRL report warns. A sys
tem like ASDEC could go a long
way toward making choices more
rational.

Use of a service contract is the
costliest way to maintain office
equipment.
At least, that is the conclusion
reached by Buyers Laboratory, Inc.,
an independent testing organiza
tion, after a survey of the repair ex
periences of 462 organizations op
erating more than 250,000 electric
and manual typewriters, calculators,
adding machines, and dictating ma
chines.

Comparative costs
The companies surveyed spend
some $2,797,500 to service the near
ly 100,000 of their office machines
that are under contract. Servicing
the same machines on a per call
basis or by internal repair depart
ments, at the average costs for these
methods reported in the survey,
would cost $1,215,205.
The extra cost may or may not be
made up by time saved because
fewer breakdowns; the companies
were not asked to compare down
times under the various methods of
maintenance. Avoidance of break
downs through preventive mainte
nance is, of course, one of the chief
reasons for service contracts.
As the Buyers Laboratory report
notes:
“Good preventive mainte
nance, involving not only thorough
cleaning but also careful inspection
with detailed checking of operation,
can mean at the least more satisfac
tory performance. At the best, it can
mean fewer service calls, less down
time for repairs, and perhaps longer
machine life.”

Discontinuances
However, the report also points
out, “All too often . . . periodic in
spection and cleanings are hastily
and indifferently performed and of
little, if any, value.” About half of
the companies in the survey had
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expense, the amount of post
discontinued their service contracts
merits. After
the figures cited are
changeover testing and reassembly
averages, and some companies paid
on at least one of the five types of
required,
the difference between
machines, most often manual type
less for contract than for per call
actual
computer
processing time
writers and adding machines. Only
service. Many of the companies sur
and the total time required to do a
a few did so because of “unsatis
veyed have service contracts on

data
processing job, the amount of
some
machines
and
use
per
call
ser
factory service
”
;
usually
their
aim
all,
programing needed to maintain a
was to save money.
vice for others. Even large com
system, and the amount of clerical
panies with in-plant service facili
The average service contract on
work involved in support activities.
ties use service contracts selectively.
an electric typewriter, BLI found,
Some also complained of shortcom
costs about $34 a year; the cost of
majority of the companies op
ings in equipment reliability.
per call service averages about $18
erating fewer than 1,000 machines
a year per machine. For the other
use service contracts for mainte
four types of equipment, contract
nance of all office machines except
Total systems
servicing costs anywhere from 87
manual typewriters. Those with
few companies had tried to ap
per cent to 180 per cent more than
more than 1,000 machines are more
per call or in-plant service.
ply the concept of a “total system,”
likely to rely on in-plant mainte
Actually, the laboratory suggests,
in which all major input data are
nance
more surprisingly, on per
each case should be studied on its
available and can be used repeat
call service.
edly for different purposes, but this
effort, Dr. Dale reports, “does not
seem to have worked out any
Survey of Big Companies Shows Their Computers
where.”
For the most part the computers
Have Saved Enough to Pay Back the Investment
were being used to replace clerical
workers in accounting, inventory
record
keeping, payroll processing,
A spate of surveys in the last
About half the companies had
and
the
like. Other applications in
couple of years has found many
achieved measurable savings in la
cluded location analysis, coordina
companies that use computers un
bor costs, and all but three felt
tion of manufacturing and selling,
convinced that they are getting any
they were either using fewer people
facility and plant design and opera
dollars-and-cents payoffs from their
to do the same amount of work or
tion, and “individualization” (cen
electronic equipment.
using the same number of people to
tralizing customer services and par
Now a Cornell University study
do a greater amount of work. It
celing them out individually).
has come up with the opposite con
was impossible to determine, how
Even in this group of large com
clusion. Thirty of the 32 companies
ever, to what extent this improved
panies
such advanced applications
efficiency resulted directly from the
whose managements were inter
forecasting,
long-range planning,
new equipment and to what extent
viewed by consultant Ernest Dale
investment
analysis,
budget and
felt that their computer installa
from associated changes in proce
sales
analysis,
and
cost
optimiza
tions had produced at least enough
dures.
tion
were
rare.
cost savings to pay back the in
Some of the personnel reductions
reported were impressively large.
vestment.
One insurance company laid off
It’s true that the companies
Operations research
4,000 employees; an oil company,
whose experience is reported in Dr.
The executives interviewed were
1,000. Two companies cut their
Dale’s study, “The Decision-Making
not impressed by operations re
Process in the Commercial Use of
clerical staffs by 10 to 15 per cent.
search. Those who had tried it
Only six companies actually made
High-Speed Computers,” are not
found the results disappointing, not
typical of American industry
a
layoffs, however; in 26 companies
very different from the results at
the staffs were reduced by attrition.
whole. They were picked for their
tained by traditional methods. One
Even
the
companies
whose
com
“leadership in size, profits, and
company, for example, is said to
progressive attitude.”
puters had paid off reported plenty
have spent between $500,000 and
of past problems with the equip
Even so, the study should make
$1 million on OR analysis of a cap
ment. Generally, this was because
cheerful reading for the computer
ital project only to come up with
both the computers and their ap
industry. Only two companies had
the same answer
the department
plication turned out to be more
failed to retrieve what they spent
manager, who had been conducting
complex than the users had ex
on installation, servicing, rentals,
his own brief and inexpensive
pected.
and overhead. Twenty-six reported
study. There were problems in this
They
found
they
had
underesti
actual cost savings, sometimes in
company
with price variations, the
mated
the
number
of
program
steps
the millions of dollars. One claimed
extreme
complexity
of the business,
required,
the
time
required
for
a 33 per cent reduction in clerical
the
inability
of
computer
programsystems design, the conversion
costs.
September-October, 1964
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ers to handle esoteric OR ap
proaches, and the operations re
searchers’ inability to communicate
their ideas.
One president said, “Too many
factors which cannot be foreseen
appear in the course of working out
the results.” Another chief executive
summed up his opinion of opera
tions research this way, “These OR
applications are based on drawing
a straight line between unfounded
assumptions and a foregone con
clusion.”
As a result, Dr. Dale concludes,
in these companies computers are
used principally for repetitive jobs
and “to a much less though increas-

: People, Events, Techniques
ing extent for middle management
problems. Computers have by and
large not even touched the fringe
of top management ... or made
serious inroads into middle manage
ment, and there is not as yet much
evidence that they will.”
Similarly, he finds, predictions of
marked trends toward either cen
tralization or decentralization as a
result of computers have not yet
materialized. The equipment has
brought more centralization of in
formation processing, but the re
sponsibility for decisions on how to
use the information has not yet
shifted away from the current de
cision makers.

Number of Profit Sharing Plans in U. S. Industry
Estimated at More Than 115,000-and Growing
Profit sharing is more widespread
in American industry than is gen
erally realized, the Profit Sharing
Research Foundation has con
cluded after a survey of 6,135 com
panies with less than 500 em
ployees.

Growth
On the basis of this sample, the
foundation estimates that more
than 115,000
S. companies—in
cluding about one-fifth of all com
panies with more than 50 em
ployees—have profit sharing plans.
This total is two to three times that
of previous estimates, according to
the foundation’s director, B. L.
Metzger.
Furthermore, PSRF reports in
new study, “Profit Sharing in Per
spective in American MediumSized and Small Business,” the
growth of profit sharing is running
neck and neck with that of pen
sion plans. For cash-payment profit
sharing plans there are no earlier
statistics since the current PSRF
study is the first to cover companies
with fewer than 500 employees (a
category in which more than 99.5
per cent of U. S. companies fall).
However, 5,016 new deferred8
Published
by eGrove, 1964
 





payment profit sharing plans were
qualified by the U. S. Treasury De
partment in 1962, compared to
5,188 new pension plans. By De
cember 31, 1962, the number of
qualified deferred plans had
reached 33,522. There were only
37 in 1939. Indication that the num
ber of cash plans is also growing is
given by the median age of the
cash plans reported in the PSRF
survey—eight years, compared to
five years for the deferred plans.
Cash-payment plans predominate
in companies with fewer than 20
employees. Larger companies are
more likely to defer payments or
use a combination of immediate
cash and deferred payment.

Participation
Only 2.5% of the companies sur
veyed limit participation in their
profit sharing plans to executives.
In half the companies between 80%
and 100% of full-time employees
are included, usually after a wait
ing period; in three-fourths, more
than 50%. In a majority of plans the
only employees excluded are union
workers, and they are covered too
in 47% of the plans.
The fund available for distribu

tion to employees is calculated by
means of a predetermined formula,
usually a percentage of total com
pany pretax profits, in two-thirds
of the companies. Of these, twothirds share profits after a prior
reservation to stockholders.

Contribution
The most successful plans, ac
cording to PSRF, seem to be those
in which the annual company profit
sharing contribution amounts to be
tween 8 and 15% of participat
ing payroll. “Development of an
equitable company contribution
formula is very important in profit
sharing,” the report notes, adding
that “competent professional advice
can assist management in this area.”
More than 80% of the companies
surveyed rated their plans
suc
cessful or very successful in meet
ing their stated objectives. The
most common objectives, in order
of frequency of mention, were
to increase employee incentive, to
enhance employee security, to give
employees a sense of partnership,
to attract and hold competent peo
ple, and to reward employees for
outstanding service. (Only 11%
cited tax advantages.)

Disappointments
Only 2.3% of the companies were
disappointed in their profit shar
ing plans. The disappointment rate
was twice as high among com
panies with cash plans as among
companies with deferred and com
bination plans. Similarly, more com
panies with deferred than with cash
plans found them very successful.
The annual rate of discontinuance
of cash plans is more than double
that of deferred and combination
plans, 2.7% compared to 1.2%.
Successful plans tend to have
broad employee coverage, rapid
and complete vesting of employer
contributions, and high average an
nual yields. Plans rated disappoint
ing encountered the following han
dicaps to success: “inadequate”
sharing formulas, faulty communi
cations, and lean profit years.
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ing from larger volumes, and
lower costs of components, particu
larly transistors. The first two fac
Promise Computer Users More for Their Dollars
tors probably represent continuing
trends. And further cost-cutting
technological improvements un
More computing ability per dol
doubtedly lie ahead. For example,
lar spent is promised by the manu
some manufacturers are working on
facturers of several new electronic
such
devices as fluid amplifiers
computers introduced in the past
(controls
based on fluid pressure
few months. In addition, several
rather
than
electrical impulses) to
manufacturers have announced
replace
some
transistors in smaller,
price cuts on existing equipment.
slower
computers
and peripheral
Both developments reinforce the
devices; fluid amplifiers are cheap
growing trend toward lower costs
and
reliable but slow.
for computer users.

Improvements in Quality and Reductions in Prices

Higher performance
General Electric’s Computer
Division has taken the wraps off
the 625 and 635, two members of
its new family of large-scale com
puters known as the Compatibles600. The 635, the largest in G.E.’s
line, has a two-microsecond (mil
lionth of a second) memory cycle;
the smaller 625 has one-microsec
ond memory.
Rentals are high ($45,000 a
month and up for the 635), but so
is performance; the 635 can add
well over half a million numbers a
second. Advanced features promise
“far more computing per dollar
than other large-scale computers,”
according to G.E. These features
include memory-oriented design
(central memory can be addressed
directly by active system com
ponents); multiprograming in nor
mal operation (two or more pro
grams stored in memory will be
executed virtually simultaneously
on a time-shared basis); and multi
processing (several computers work
together to process large amounts
of data). Deliveries begin this year.
Burroughs Corporation’s new
B5500, another large-scale machine,
also offers “extremely high produc
tivity . . . measured against the
dollar investment.” Its features in
clude simultaneous handling of two
or more programs, modular design,
and a memory unit that can manip
ulate a character of information in
250 billionths of a second.
The B5500 has up to three times
the capacity of Burroughs’ older

General Electric Company's new 600
family of large-scale computers
rounds out its line to twelve ma
chines. The two 600 models, GE-625
and GE-635, differ chiefly in speed.
Both are compatible with medium
scale General Electric equipment.

B5000, yet its rental cost—from
about $20,000 a month up—is, on
the average, only about 25 per cent
higher than that of the B5000. De
liveries will begin early next year.
Univac’s new 1108 large-scale
general purpose computer rents in
the same range—an average of
around $45,000 a month—as its
predecessor, the 1107, but is more
than five times as fast. Memory
cycle time of the core memory is
750 billionths of a second, but the
memory is divided into two separ
ately accessed banks, a feature that
halves the access time in practice.
Delivery will begin July, 1965.

Lower prices
Meanwhile Radio Corporation of
America has reduced purchase
prices and rentals of its 3301, a
medium-to-large-scale system, by
25% to 35%. Control Data Corpora
tion has dropped prices and rentals
of its computer line by 5% to 15%.
Scientific Data Systems, Inc., has
come out with a new leasing sched
ule that will lower rentals an aver
age of about 15%.
In announcing the price adjust
ments the manufacturers cited as
major reasons increasing competi
tion, production economies result
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For a Growth Company
Pick a Growth Industry
The surest way to build a growth
company is to pick a growing busi
ness to be in. That is the conclu
sion reported in California Man
agement Review by Peter
Gut
mann, lecturer in economics at City
College of New York, following a
study of 53 manufacturing com
panies that have achieved excep
tionally rapid expansion in sales,
total profits, and profits per share.
The 53 companies were engaged
in 65 industries that, in total, grew
more than twice as fast
manu
facturing as a whole in the period
studied (1954-58). More than 70
per cent of the companies were con
centrating on subsectors of these
industries that were growing even
more rapidly than the industries
themselves. And many also had
focused on fast-growing market
segments within the subsectors.
For the most part, the industrial
subsectors selected were in an
earlier stage of development than
the industries of which they were
part. As a result, only about half
the companies had a large number
of competitors (more than 15).
By picking the right industries in
which to operate, nearly all the
companies were able to grow even
though they were selling old prod
ucts to old markets. More than 80
per cent also were selling new
products to these markets. Sale of
new products to new markets was
9
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an important strategy in only 40
per cent; sale of old products to
new markets, in only 6 per cent.
Product and marketing strategies
were closely attuned to the environ
Bankment. For industries in early growth
stages, the companies emphasized
research and development and new
products; for more mature indus
tries, the stress was on price and
advertising.
On the average, these fast-grow
ing companies had a broad geo
graphic spread. Two-thirds sold
domestically manufactured prod
ucts abroad, and about 40 per cent
were engaged in manufacturing ac
tivities outside the United States.

Clerical Pay Has Risen
One-Third in 18 Years
Clerical salaries in the United
States have gone up 32 per cent in
the past 18 years, the Administrative
Management Society reports after
tabulating the results of its annual
survey.
The nationwide weekly average
(an average of 20 different jobs) is
now $82, compared to $80 last year.
Rates are higher than this in the
West (an average of $88) and in
the East-Central states ($83), low
er in other areas.
The biggest pay jump last year
was for senior accounting clerks—$5
a week. Top secretaries and inter
mediate-level tabulating machine
operators now get $3 a week more
than in 1963.
AMS also reports a continuing
trend toward a shorter work week
and more paid holidays. Although
the 40-hour week is still standard,
the percentage of companies with a
shorter week has been rising and
the percentage with a longer week
has been falling. More than a third
of the companies surveyed now pay
for eight or more holidays a year;
27 per cent pay for six; and 26 per
cent pay for seven.
Other trends: More companies
are offering life and health insur
ance and retirement plans. And
more are paying the premiums.
10 by eGrove, 1964
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Executive Outlines

Prudent Thinking Laws
To Guide Computer Use
By following certain “prudently
negative” guidelines, Chase Man
hattan Bank has managed to enjoy
the fruits of automation while avoid
ing its pitfalls, Charles A. Agemian,
executive vice president, told the
American Bankers Association’s re
cent National Automation Confer
ence. To help other organizations
considering the use of computers,
he outlined “Agemian’s Laws of
Prudent Thinking:”
1. He who hesitates is sometimes
saved.
Early computer users got into
trouble trying to adapt for business
data processing purposes equipment
designed for scientific computation.
Even today there is a risk of trying
to automate with an unsuitable tool.
2. Think small and carry a big
staff.
Mr. Agemian called attention to
two “interesting and simple facts:
A small computer is conceptually
and electronically no different from
a big computer—but a lot cheaper.
A small, complex clerical operation
is structurally no more difficult to
automate than a large, complex cler
ical operation—but considerably less
risky to try.” Chase Manhattan be
gan with a limited automation proj
ect and concentrated on forming
and training an adequate EDP
staff.
3. Automation doesn't cut red
tape—it perforates it.
By 1963 the bank had reached the
point where over-all employment
and operating expenses had gone
down and activity and profits had
gone up. But human input errors,
communications problems, peak
loads, and machine utilization gave
rise to a whole new set of operating
problems.

4. One way to make the new auto
mated system cost more than the
old is to pioneer the wrong thing.
Too many computer users, Mr.
Agemian warned, are still falling in

love with “the fastest tape speeds
and the jazziest programing lan
guages. . . I believe in pioneering,
but I’ll pioneer better operating pro
cedures and better management in
formation systems—not better ma
chines and programing languages.”
5. Those who lean too far into the
future will fall flat on their faces.
“All things are technically pos
sible,” Mr. Agemian suggested.
“For example, computers can ‘talk’
to each other; mass random access
memories are greatly advanced.
But prudent thinking tells me that
all things aren’t economically prac
tical. The problem automation plan
ners have is foreseeing when, in the
future, technical achievement and
economic feasibility will coincide—
for a good planner is one who can
not only think ‘blue-sky,’ but can
implement it
well.”

Library Begins Applying
New Computer System

Of Information Retrieval
One of the first computerized
information storage and retrieval
systems has begun operating at the
National Library of Medicine in
Bethesda, Md. MEDLARS (Medi
cal Literature Analysis and Retrieval
System), a
system built
around a large-scale Honeywell 800
computer, is said by NLM to be
the world’s largest medical informa
tion storage and retrieval system.
MEDLARS’ chief job at the li
brary is preparation of Index Medi
cus, NLM’s massive monthly bibli
ography of the world’s medical
literature. An average 500-page is
sue contains approximately 12,000
citations.
The library receives more than
300 medical journal issues each
week. Its indexing staff selects
articles, translates foreign titles, and
indexes each article with appropri
ate descriptors (descriptive terms)
from a controlled ist of terms called
MeSH (Medical Subject Head
ings). Unit records for each article,
comprising regular bibliographic ciManagement Services 7

Management Services: A Magazine of Planning, Systems, and Controls, Vol. 1 [1964], No. 4, Art. 2

tations and associated MeSH tags
describing the content, are entered
onto perforated paper tape and fed
into the computer. The machine
then processes, compresses, and
stores the records on magnetic tape.
Once a month the computer
edits and cross-references all unit
records stored in it during the
month. This information is stored
on magnetic tape for input to
an optical output device called
GRACE (Graphic Arts Composing
Equipment), which automatically
translates the computer output into
high-quality photo-copy from which
final printing plates are made. Com
plete pages are printed at a rate of
300 characters a second on positive
photographic film or paper.
MEDLARS, which prepared In
dex Medicus for the first time in
January, has helped reduce the total
elapsed time needed to produce the
years
volume to less than ten days, several
days less than it would take the li
brary staff to do the job. Actual
computer time amounts to less than
three hours. MEDLARS also does
other jobs around the library, in
cluding the answering of demand
search requests and preparation of
recurring bibliographies on special
ized medical subjects.


NCR Offering Computer
With Thin-Film Memory
National Cash Register Company
has announced what it claims is the
first commercially available data
processor with a main memory
entirely of thin-film elements.
Thin-film memories are faster and
potentially cheaper than the core
memories used in other computers.
The new machine, the NCR 315
RMC (Rod Memory Computer),
has an internal speed some eight
times that of a comparable NCR 315
core memory. Basic cycle time is
800 billionths of a second. The new
system can process approximately
100,000 instructions per second.
It will rent for about $6,000 and
up a month. First deliveries are
scheduled for mid-1965.

Over the next ten
, The Diebold Group, Inc., predicts, optical character
recognition will largely replace key punching as a form of computer input. The
consulting firm's forecast of equipment availability is shown above.

Diebold Research Group’s Initial Report Sketches

Probable Large-Scale Computer System of 1970
Electronic computers will have
even greater impact on business and
the economy in the next ten years
than they have had in the past dec
ade, the consulting firm of The Die
bold Group, Inc., forecasts in a
report on the initial findings of its
continuing study of probable devel
opments in automatic data process
ing (MS, March-April’64,p.7.).
By 1970, The Diebold Group pre
dicts, the typical large-scale com
puter system will have the following
characteristics that will differentiate
it from existing systems:

New characteristics
It will be much less costly in re
lation to performance, thanks to
growing competition among com
puter manufacturers and between
them and the communications in
dustry.
It will be a real time system.
It will be communications-ori
ented, with the cost of the central
computer making up less than 30
per cent of the cost of the total sys
tem.

September-October, 1964
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It will be tailor-made for its in
dustry with special purpose periph
eral equipment.
It will include graphic elements,
display systems, facsimile transmis
sion, and large files with capacities
of 10 billion to 100 billion bits.

Innovations
These new systems developments
will be based on significant forth
coming technical innovations:
Image files will begin to replace
or supplement digital files, at a
much lower cost per bit stored. This
development will revolutionize com
pany engineering activities, through
the introduction of automatic draft
ing, and also will affect technical re
search, by making full reference
material available on an inquiry
basis.
Mass random access memories,
both digital and photo, and new
communications devices will permit
the economic development of cen
tralized data banks to contain the
total files of a corporation. As a
result, corporate data processing ac11
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From the American Institute's

Professional Development Division—
A NEW LECTURE PROGRAM ON

SYSTEMS & PROCEDURES
AGEMENTS
are a natural extension of the
customary services provided by CPAs. This program will show you how
you can perform important systems work for a client’s business—
regardless of its size.
Lectures by experienced systems men and panel discussions are the
techniques used to explain the steps involved
a systems and pro
cedures engagement. Among the basic areas covered are the planning
of engagements, sources of information, techniques
data gathering,
analysis of facts, development
conclusions, and the implementation
findings.
An outstanding feature of the program is the way it demonstrates
the extent to which systems work is not restricted to big business but
involves principles and procedures which may be universally applied
to any business operation.
systems and procedures engagements

MILWAUKEE, WIS.
Schroeder Hotel
October 29-30, 1964

DENVER, COLO.
Denver-Hilton Hotel
December 3-4, 1964
MEMPHIS, TENN.
Hotel Peabody
November 5-6, 1964

PROGRAM HIGHLIGHTS
TYPE AND SCOPE
OF ENGAGEMENTS
Clerical systems design
Machine
feasibility studies
Form design
and control . . . Procedure writing
.
Unique problem areas.

PLANNING
Client requirements
. . Staffing ...
Estimating time and costs . . . Pre
liminary surveys . . . Proposals to
clients.

DATA GATHERING
Sources of information . . . Inter
viewing . .
Note taking techniques

Small Business Getting

. . . Data flow description .
.
Sampling and work measurement...
Accuracy checks and balances.
DATA ANALYSIS AND
SURVEY CONCLUSIONS
Review of information . . Prelimin
ary and final conclusions .
. Re
ports and presentations.

IMPLEMENTATION AND
FOLLOW-UP
Degree of implementation .
education and training
.
ance of pitfalls.

. Client
Avoid

ENROLLMENT FEE

M5

This single fee
all sessions, course materials and
luncheons. (NOTE: Information about available hotel ac
commodations will be sent on receipt of registration.)

Mail Your Registration to the

PROFESSIONAL DEVELOPMENT
DIVISION
.

AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE
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tivities will become increasingly
centralized, and a new industry—in
formation service centers selling
data on an inquiry basis—will de
velop.
Optical character recognition will
largely displace key stroke methods
for initial data mechanization in
volume applications. As a result,
the key puncher’s job—and possibly
other jobs created by the computer
in recent years—will begin to dis
appear.
The use of punched cards will
decline with such advances in data
collection, input, output, and com
munications devices as facsimile
transmission, touch tone dials, and
visual display devices. Displays, to
day confined almost entirely to the
military and scientific field, will be
come an integral part of most largescale commercial systems by 1970; a
reduction of almost 50 per cent in
their cost is anticipated.
By the end of the next decade,
speech recognition devices capable
of recognizing dozens of different
voices will begin to appear on a
commercial basis.

NEW YORK, NEW YORK 10019

Consulting Aid from SBA
Free consulting help is being of
fered to certain very small busi
nesses under a new program spon
sored by the Small Business Admin
istration.
SBA has been recruiting retired
businessmen to serve without pay in
its Service Corps of Retired Execu
tives. These men, organized into
four-man teams providing a cross
section of management skills, will
give advice to those of SBA’s prob
lem loan cases that ask for the help.
The program got under way in
Boston in August. By late fall it
is expected to be operating in all
14 SBA regional offices throughout
the country. It will not, SBA claims,
provide any real competition for
professional management consult
ants since its clients for the most
part will be businesses too small to
pay for consulting services.
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